Ernst & Young Contacts in Oil
and Gas Producing Areas

. National Director of Energy Services
Charles O. Buckner
1221 McKinney. Suite 2400
Houston, Texas 77010

;.\labama
- Birmingham
Lucien P. Mistrot, Jr.
- (205) 251-2000

California
Los Angeles
Barry Schehr
(213)977-3330
San Francisco
Timothy R. Crichfieid
(415)951-3207

Colorado
Denver
- Robert C, Caller
(303) 628-4378

Kansas
Wichita
Robert R. Crawford
{316} 265-9537

Kentucky
» Louisville

Thomas E. Schoenbaechler

(502) 585-1400

Louisiana
New Orleans
Philip J. Gunn
(504) 581-4200

Ohio
Cleveland
Phillip A. Peters
1{216) 861-8803
Canton
Ronald J. Manse
A{216)455-5555

CANDLT Darcauvnal Tila Nia 1AW

Oklahgma
Oklahoma City
Richard D, Corn
(405) 278-6802
Tulsa
Porter R. Shuits
(918) 560-3610

Pennsvlvania
Pittsburgh
Albert J. D'Alo
(412) 644-0402

Texas
Dallas
Jack Morris
(213)0869-842)
Fort Worth
J. Tumer Almond
(817)878.7112
Houston
Terry Klebe
{713)750-8160
San Antonio
Paul Mangum
(512) 554-0306

Utah
Salt Lake City
Ronaid M. Aoki
(8011 350-3360

Virginia
Fairfax
Michael F. Prendergast
(703) 846-5990

Waest Virginia
Charleston
Paul E. Arbogast
(3041 343-897]
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U.S. Department of Interior
Geological Survey Circular 860
Regional Designations

Aluska 6A  Gulf of Mexico

Alaska Otfshore 6M  Guif Coast—Inland Marine*
Pacitic Count 7 Mid-Continent :
Pacitic Coast Ottshore 8  Michigan Basin

Colorado Plateau..Basin, and;Range 9 Eastern Interior

Rouky Mountains and Northemn Great Plains 10 Appalachians

West Tevas and Eastern New Mexico 11 Atlantic Coast

Gull Coast LUA Atlantic Coast Offshore

i
*Added to designate inland marine activity for survey purposes

The United States has not resolved its offshore boundaries with other States concerned.
The lines on this chart are for purposes of illustration only and do not necessarily reflect
the position or views of the United States with respect to the boundary involved.
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Colorado Plateau, Basin, and Range 3

Oil Wells
Monthly Drilling Well Rates Monthly Producing Well Rates
1993 1992 : 1993 1992
_ Responses Mean  Median | Mean Median Mean  Median Mean Median
1993 1992 Depth in Feet
"6 9 0 - 5.000 $5,778 $5,000 | $4.688 $4,500 $387 $398 $491 S441
6 7 5.001 - 10.000 6,122 6,000 I 4436 4,000 547 550 391 350
3 2 10.001 - 15.000 7,491 6,982 ' 7,060 7.060 1,010 800 303 502
1 1 15001 - 20.000 6,982 6,982 7.060 7.060 697 697 705 705
1 i 20.001 - 7,857 7,857 7.944 7.944 787 787 796 796
1 2 No Depth Limit 7,426 7,426 6.005 6.005 - 626 626 342 542
Colorado Plateau, Basin, and Range 3
Gas Wells
Monthty Dri!;ling Well Rates Monthly Producing Well Rates
|
1993 . 1992 1993 1992
Responses Mean Median . Mean Median Mean  Median Mean Median
1993 1692 Depth in Feet
8 14 0 - 5000 $4465  $4,000° $3.882  $4.000 $393 $395 $342 $335
4 i0 5.001 - 10.000 5,830 6,110 5.012 4.750 537 505 440 390
3 2 10.001 - 15.000 6,982 6,982 7.060 7.060 627 593 653 653
1 1 15.001 - 20.000 6,982 6,982 | 7.060 7.060 697 697 705 705
1 1 20,001 - 7,857 7,857 7.944 7.944 787 787 796 796
1 i No Depth Limit 7,426 7,426 | 7.509 7.509 655 655 662 662
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 11007
ORDER NO. R-10154

APPLICATION OF MARALEX RESOURCES, INC, FOR COMPULSORY POOLING,
SAN JUAN COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

e e —— e pr————— - S e ———— e v -+ - © e A ———

This cause came on for hearing at 8:15 a.m. on June 23, 1994, at Santa Fe, New
Mexico, before Examiner Michael E. Stogner.

NOW, on this 19+ _ day of July, 1994, the Division Director, having considered
the testimony, the record and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS THAT:

(1)  Due public notice having been given as required by law, the Division has
jurisdiction of this cause and the subject matter thereof. Further, notice has been given to,
and the Division has jurisdiction over, those parties listed on Exhibit "A", attached hereto
and made a part hereof. .

(2) At the time of the hearing this casec was consolidated with Division Case No.
11006 for the purpose of testimony.

(3)  The applicant, Maralex Resources, Inc. ("Maralex"), seeks an order pooling
all mineral interests in the Basin-Fruitland Coal Gas Pool, listed on said Exhibit "A" that
have not agreed to voluntarily pool their interests, underlying Lots 3, 4 and 5 and the E/2
SW/4, N/2 SW/4 and SW/4 SE/4 (S/2 equivalent) of Section 19, Township 30 North, Range
11 West, NMPM, San Juan County, New Mexico, forming a 326.26-acre gas spacing and
proration unit for said pool.

(4)  The applicant proposes to dedicate said unit to the Flora Vista "19" Well No.
2 to be drilled at a standard coal gas well location in the SW/4 of said Section 19.
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(5)  The applicant has a right to develop the subject unit and produce coal gas
underlying same, at this time however, not all interest owners in the proposed gas spacing
and proration unit have agreed to pool their interests.

(6) At the time of the hearing Maralex requested that SG Oil & Gas Interests be
named as the contract operator of the proposed well and unit.

(7  Norman L. and Loretta Gilbreath of Aztec, New Mexico, joint interest owners

in the proposed 326.26-acre gas spacing and proration unit, appeared at the hearing on their
own behalf.

[ R Y

wr s . (8) --To avoid the drilling of unnecessary wells, to protect.correlative rights,_to

prevent waste and to afford to the owner of each interest in said unit the opportunity to
recover or receive without unnecessary expense his just and fair share of the gas in said
pool, the subject application should be approved by pooling all mineral interests of all parties
within said unit over whom the Division has jurisdiction.

(9)  The applicant’s contract operator, SG Oil & Gas Interests, should be
designated the operator of the subject well and unit.

(10)  Any non-consenting working interest owner pooled by this order should be
afforded the opportunity to pay his share of estimated well costs to the operator in lieu of
paying his share of reasonable well costs out of production.

(11)  Any non-consenting working interest owner pooled by this order who does niot
pay his share of estimated well costs should have withheld from production his share of
reasonable well costs plus an additional charge for the risk involved in the drilling of the
well. ’

(12) Based on precedent established in compulsory pooling cases in the Basin-
Fruitland Coal Gas Pool, a 156 percent risk penalty has been established as being proper for
wells within said coal gas pool. ‘

(13) Any non-consenting interest owner whose interest is pooled by this order
should be afforded the opportunity to object to the actual well costs but actual well costs
should be adopted as the reasonable well costs in the absence of such objection.

(14)  Following determination of reasonable well costs, any non-consenting working
interest owner pooled by this order who has paid his share of estimated costs should pay to

e r———n ——— ——— < ——
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the operator any amount that reasonable well costs exceed estimated well costs and should
receive from the operator any amount that paid estimated well costs exceed reasonable well
costs.

(15)  $ 3500.00 per month while drilling and $ 350.00 per month while producing
should be fixed as reasonable charges for supervision (combined fixed rates); the operator
should be authorized to withhold from production the proportionate share of such supervision
charges attributable to each non-consenting working interest pooled by this order and, in
addition thereto, the operator should be authorized to withhold from production the
proportionale share of actual expenditures required for operating the subject well, not in
excess of what are reasonable, attributable to each non-consenting working interest pooled
by this order. - - v - e —— e — e R

{16)  All proceeds from production from the subject well which are not disbursed
for any reason should be placed in escrow to be paid to the true owner thereof upon demand
and proof of ownership.

(17)  Upon the failure of the operator of said pooled unit to commence drilling of
the well to which said unit is dedicated on or before November 1, 1994, the order pooling
said unit should become null and void and of no further effect whatsoever.

(18)  Should any of the parties to this force-pooling reach voluntary agreement, this
order should thereafter be of no further effect as to those parties.

(19) The operator of the well and unit should notify the Director of the Division
in writing of the subsequent voluntary agreement of any party subject to the force-pooling
provisions of this order.

IT IS THEREFORE ORDERED THAT:

(1)  All mineral interests, whatever they may be, in the Basin-Fruitland Coal Gas
Pool, owned by parties over whom the Division has jurisdiction as identified in Exhibit "A",
attached hereto and made a part hereof, underlying Lots 3, 4 and 5 and the E/2 SW/4, N/2
SE/4 and SW/4 SE/4 (S/2 equivalent) of Section 19, Township 30 North, Range 11 West,
NMPM, San Juan County, New Mexico, are hereby pooled to form a 326.26-acre gas
spacing and proration unit to be dedicated to the Flora Vista "19" Well No. 2 to be drilled
at a standard coal gas well location in the SW/4 equivalent of said Section 19.

S cmm—————— - — = - - —— e ————— = — - —anmmman e i s e
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PROVIDED HOWEVER THAT, the operator of said unit shall commence the
drilling of said well on or before the first day of November, 1994, and shall thereafter
continue the drilling of said well with due diligence to a depth sufficient to test the Basin-
Fruitland Coal Gas Pool.

PROVIDED FURTHER THAT, in the event said operator does not commence the
drilling of said well on or before the first day of November, 1994, Decretory Paragraph No.
(1) of this order shall be null and void and of no effect whatsoever, unless said operator
obtains a time extension from the Division for good cause shown.

PROVIDED FURTHER THAT, should said well not be drilled to completion, or

~Tabandonment, within 120 days after commencement thereof, said operator shall appear before

the Division Director and show cause why Decretory Paragraph No. (1) of this order should
not be rescinded.

(2) SG Oil & Gas Interests, contract operator for Maralex Resources, Inc., is
hereby designated the operator of the subject well and unit.

(3)  After the effective date of this order and within 90 days prior to commencing
said well, the operator shall furnish the Division and each known working interest owner in
the subject unit an itemized schedule of estimated well costs.

(4)  Within 30 days from the date the schedule of estimated well costs is furnished
to him, any non-consenting working interest owner whose interest is pooled by this order
shall have the right to pay his share of estimated well costs to the operator in lieu of paying
his share of reasonable well costs out of production, and any such owner who pays his share
of estimated well costs as provided above shall remain liable for operating costs but shall not
be liable for risk charges.

(5)  The operator shall furnish the Division and each known working interest
owner an itemized schedule of actual well costs within 90 days fotlowing completion of the
well; if no objection to the actual well costs is received by the Division from a party subject
to this order and the Division has not objected within 45 days following receipt of said
schedule, the actual well costs shall be the reasonable well costs; provided however, if there
is an objection to actual well costs within said 45-day period the Division will determine
reasonable well costs after public notice and hearing.

(6)  Within 60 days following determination of reasonable well costs, any non-
consenting working interest owner pooled by this order who has paid his share of estimated

e e ——— - EERE e e - . b ——— .- . ———
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costs in advance as provided above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall receive from the operator his
pro rata share of the amount that estimated well costs exceed reasonable well costs.

(7)  The operator is hereby authorized to withhold the following costs and charges
from production:

(a) The pro rata share of reasonable well costs attritutable to each non-
consenting working interest owner pooled by this order who has not
paid his share of estimated well costs within 30 days from the date the
schedule of estimated well costs is furnished to him; and

(b)  As a charge for the risk involved in the drilling of the well, 156

percent of the pro rata share of reasonable well costs attributable to

each non-consenting working interest owner pooled by this order who
has not paid his share of estimated well costs within 30 days from the
date the schedule of estimated well costs is furnished to him.

(8)  The operator shall distribute said costs and charges withheld from production
to the parties who advanced the well costs.

(9)  $ 3500.00 per month while drilling and $ 350.00 per month while producing
are hereby fixed as reasonable charges for supervision (combined fixed rates); the operator
is hereby authorized to withhold from production the proportionate share of such supervision
charges attributable to each non-consenting working interest pooled by this order and in
addition thereto, the operator is hereby authorized to withhold from production the
proportionate share of actual expenditures required for operating such well, not in excess of
what are reasonable, attributable to each non-consenting working interest pooled by this
order.

(10) Any unleased mineral interest shall be considered a seven-eighths (7/8)
working interest and a one-eighth (1/8) royalty intere/st for the purpose of allocating costs
and charges under the terms of this order.

(11)  Any well costs or charges which are to be paid out of production shall be
withheld only from the working interest’s share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(12)  All proceeds from production from the subject well which are not disbursed
for any reason shall be placed in escrow in San Juan County, New Mexico, to be paid to the
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true owner thereof upon demand and proof of ownership; the operator shall notify the
Division of the name and address of said escrow agent within 30 days from the date of first
deposit with said escrow agent.

(13)  Should any party to this force-pooling reach voluntary agreement subsequent
to entry of this order, this order shall thereafter be of no further effect as to such party.

(14) The operator of the subject well and unit shall notify the Director of the
Division in writing of the subsequent voluntary agreement of any party subject to the force-
pooling provisions of this order.

— ~(15)- - Jurisdiction-of this cause is retained for the entry of such further orders as the-~ -—— -
Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO

OIL CONSERVATION ISION

WILLIAM J. LEM
Director

- e —amaen . A e - ——————— & -



Exhibit "A"
Case No. 11007
Order No. R-10154

FLORA VISTA "19" WELL NO. 2

List of Owners and Status of Participation
in the S/2 equivalent of
Section 19, Township 30 North, Range 11 West, NMPM,
San Juan County, New Mexico.

Owner | ®ofuUnit it T UStanigt. i

San Juan Resources
_Suite 400 R

1801 Broadway
Denver, CO 80202

~9:63750% | Farmout to Maralex - : T e

David DiTirro
531 McKinley Avenue 16.06250% | Farmout to Maralex
Ft. Lupton, CO 80621

George Taoka

3127 Weld County Road #49 14.45625% | Farmout to Maralex
Hudson, CO 80642 L o
James Martin

RR 1, Box 32 11.24375% | Farmout to Maralex

Council Grove, KS 66846-9759

Norman Gilbreath and
Loretta E. Gilbreath

P.O. Box 208

Aztec, NM 87410

48.60000% | Seek Compulsory Pooling

100.00000%




